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SUBJECT: BANK RATE INCREASED TO 8.25 PERCENT. 

1. BANK OF CANADA GOVERNOR GERALD K. BOUEY ANNOUNCED EASTER 
SUNDAY APRIL 14 THAT, EFFECTIVE APRIL 15, BANK RATE WOULD 

BE INCREASED BY ONE FULL PERCENTAGE POINT TO 8.25 PERCENT. 

THE RISE MARKS THE SIXTH INCREASE IN THE PAST YEAR, THE 
LARGEST SINGLE INCREASE SINCE JANUARY 1968, AND PLACES 
BANK RATE AT AN ALL-TIME HIGH. THE PREVIOUS RECORD LEVEL 
OF 8 PERCENT WAS IN EFFECT FROM JULY 1969 TO MAY 1970. 

THE RATE NOW STANDS 74 PERCENT HIGHER THAN ONE YEAR AGO. 

2. PRESS REPORTS QUOTE BOUEY AS STATING THAT THE LATEST 
INCREASE WAS PROMPTED BY THE NEED TO EXERCISE CONTROL 
OVER THE MONEY SUPPLY IN THE FACE OF RISING INFLATION. "THE 
RECENT SUBSTANTIAL UPWARD ADJUSTMENT OF MARKET INTEREST 
RATES IN CANADA, THE U.S. AND EURODOLLAR MARKETS..." ALSO 
HELPED PRODUCE THE INCREASE. BOUEY WAS ALSO REPORTED AS 
SAYING THAT THE BANK OF CANADA WANTS TO PROVIDE SUFFICIENT 
MONETARY GROWTH TO ACCOMMODATE ECONOMIC EXPANSION WHILE 
USING A HIGHER BANK RATE TO BATTLE INFLATION. 
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3. FINANCIAL STATISTICS JUST RELEASED BY THE BANK OF 
CANADA SHOW THAT THE MONEY SUPPLY, SEASONALLY ADJUSTED, 

ROSE BY 20 PERCENT IN THE TWELVE MONTHS ENDING MARCH 31. 

THE DATA ALSO INDICATED THAT DURING THE FIRST QUARTER OF 
1974, THE MONEY SUPPLY (SEASONALLY ADJUSTED AT ANNUAL 
RATES) ROSE BY 25 PERCENT. THESE RATES ARE CLEARLY WELL 
BEYOND THE ECONOMY'S RATE OF GROWTH IN MONEY TERMS. 

4. IN ADDITION TO CONCERN OVER MONEY ESUPPLY EXPANSION, 

THE BANK'S ACTION WAS ALSO PROBABLY INFLUENCED BY A NEW 
SURGE IN CREDIT EXPANSION. AFTER INCREASING BY 25 PERCENT 
DURING 1973, CHARTERED BANK GENERAL LOANS (SEASONALLY 
ADJUSTED AT ANNUAL RATES) ROSE BY ONLY ABOUT 12 PERCENT 
IN BOTH JANUARY AND FEBRUARY. IN MARCH. HOWEVER, THE RATE 
OF EXPANSION SOARED TO 28 PERCENT. THE UPWARD ADJUSTMENT 
IN CHARTERED BANK PRIME RATES (CURRENTLY 9.50 PERCENT) THAT 

IS EXPECTED TO FOLLOW ANNOUNCEMENT OF THE NEW BANK RATE SHOULD 
HELP CURB THIS EXCESSIVE EXPANSION IN BANK CREDIT. 
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